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Notice To Readers: FOREIGN MEDIA SURVEY is a series published by FBIS 
Europe/Latin America Group featuring brief summaries of foreign media 
reports on topical issues, compiled from the most recent sources available 
to FBIS. 


Vest Europe Economic Review (WEER) is a subseries of FOREIGN MEDIA 
SURVEY published by the West Europe Division of Europe/Latin America Group 
with contributions from FBIS overseas bureaus. The WEER is intended to 
supplement coverage of European economic issues by the FBIS Daily Report 
for West and East Europe, and other FBIS publications. Foreign news, 
feature, and editorial reports selected for summary in this publication 
normally do not appear in other FBIS publications. 


The WEER focuses on national and regional economic issues, such as 
economic competitiveness, regional economic integration, economic reforms 
and other changes in economic policies, and foreign trade and investment. 


FOREIGN MEDIA SURVEY is a U.S. Government publication. Its contents in 
no way represent the policies, views, or attitudes of the U.S. Government. 
All comment or analysis contained herein is attributable to the cited media 
source, unless otherwise indicated. 
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FINLAND 


Unemployment in Finland, Sweden Compared--Both Finland and Sweden | 
continue to endure high rates of unemployment, although the extent of | 
Swedish joblessness is masked somewhat by official statistics. After 
shoving signs of leveling off since the third quarter of 1993 and slowly 
dropping in the first four months of this year, Finland’s unemployment rate 
at the end of June again reached nearly 20 percent. In Sweden, the official 
unemployment rate dropped from 9 percent to 8.5 percent since last June but 
the rate approaches the Finnish level when those enrolled in government job 
programs are counted. 





According to official statistics summarized by HELSINGII! SANOMAT 
reporter Jukka Ahonen, the rise in Finland’s unemployment rate to 19.9 
percent represents 22,600 new jobless individuals over the figure for May. 
Economists attributed most of the rise in joblessness to the entry of 
recent graduates into the job market. The figure for youth unemployment 
actually dropped by over 4,000 during the year ending in June, however, and 
overall unemployment rose by 14,000 during this period even if one 
discounts youth joblessness. Meanvhile, the proportion of women in the 
jobless ranks remains relatively high at 45 percent. About three-fourths 
of the jobs lost in the most recent report had been occupied by females. 
This reflects the large cuts in public service and education, where vomen 
have traditionally been heavily represented. Also, the number of Finns who 
have not worked in over a year has steadily increased, having risen by over 
50,000 since last June. Of the approximately 500,000 unemployed Finns (in 
a population of 5 million), some 135,000 are registered as long-term 
jobless. 


Sweden appeared to show the opposite trend in yearly unemployment 
rates, vith official unemployment dropping from 9 percent to 8.5 percent- 
~or by over 25,000 vorkers--since last June. As reported in the same issue 
of HELSINGIN SANOMAT by Stockholm correspondent Teppo Tiilikainen, this 
means that over 375,000 people are jobless in a population of around 8 
million. As Tiilikainen suggests, however, Sweden’s rate is actually much 
closer to the Finland’s, since the official figures do not count as 
unemployed those engaged in government-subsidized jobs or training 
programs. The rolls for such programs have expanded by almost 50,000 since 
last June, more than wiping out the gain reflected in the official numbers. 
As in Finland, however, the sudden entry of school graduates into the job 
market caused a surge in unemployment between May and June--in Sweden’s 
case by one percent. Also as in Finland, the category of long-term 
unemployed registered another leap over the 12-month period, going from 30 
to 35 percent of the total. (Roger B. 733-6508) 

(Helsinki HELSINGIN SANOMAT in Finnish 19 Jul 94 p A 3; p 11) 


FPRANCE 


OECD Shipbuilding Accord Seen as Another ‘Blair House’--The Chamber of 





Shipbuilders Syndicates’ president Alain Grill has issued a communique 
which characterized the recent OECD agreement on shipbuilding as "a Blair 








House"--the name given the U.S.-EU agricultural agreement during the 
Uruguay Round GATT negotiations last year, which proved a sticking point 
for the Round’s conclusion--for France’s shipbuilding industry. The 
communique stated that the agreement, which suspended government subsidies 
to shipbuilders from now until 1 January 1996, was not only unbalanced and 
unjust for Europe but “noxious” for international fair and free trade. The 
Chamber claimed that the agreement was “written under U.S. dictate." 


According to the communique, the agreement does not eliminate 
competitive distortions caused by subsidies, only hides them. It does away 
with direct subsidies but allows various governmental preferential loans. 
Furthermore, the agreement is particularly punitive to French shipbuilders, 
whe export 90 percent of their production because they have no domestic 
market as do Denmark, Germany, and Italy. The communique concludes that 
the EU did nothing to try to find solutions to preserve France’s 
shipbuilding industry and that the French Government should “reject a 
deceptive agreement which reinforces protectionism and penalizes the most 
free-market countries.” (Dian I. 733-6286) 

(Paris LE FIGARO Le Fig-Eco supplement in French 20 Jul 94 p IV) 


French Labor Law To Apply to Foreign Service Workers--Article 36 of the 
Five Year Law on Employment, the decree for which was published in the 
"Official Journal” on 12 July, will end unfair competition caused by 
"social dumping,” according to an article in LES ECHOS. Social dumping in 
this context occurs when fereign service companies employ foreign workers 
at wages and with social benefits on a par with their country of origin 
rather than equal to those of French vorkers. Doing so provides these 
foreign companies vith an unfair cost advantage. In the future, foreign 
companies which provide services in France vill be subject to French labor 
and social laws, particularly those concerning salaries and social 
security, as of the first day of their activity on French territory. The 
article notes that the French initiative vill establish a precedent vithin 
the Community which will facilitate the adoption of a similar EU directive, 
the adoption of which Germany has made one of its priorities during its 
presidency of the EU Council. 





Article 36 has elicited a great deal of enthusiasm on the part of 
French labor unions, which call it a “considerable social advance." They 
point to the provisions of the lav, such as respecting French minimum vage 
norms, complying vith social security obligations, respecting rules on 
labor conditions, as keeping competition fair. French employers are also 
happy with the law, especially those of the National Construction 
Federation and the National Federation of Public Works, which believe 
themselves heavily affected by “social dumping.” (Dian I. 733-6286) 

(Paris LES ECHOS in French 18 Jul 94 p 4) 


GERMANY 


Technology Sector Boosts Dresden’s Economy--Dresden is becoming a 





center for high technology production and research, a development which is 
benefiting the city’s overall economy. Last December, Siemens announced a 





plan to spend 2.7 billion German marks (DM) to build a computer chip 
factory in the city. This production facility expands Dresden’s existing 
technology sector, which already includes the computer manufacturing 
company Computer Elektronik Dresden, the Fuba Circuit Board Vorks, and the 
publicly-supported Dresden Microelectronics Center. The area also enjoys a 
considerable research and development capacity, including the renowned 
Dresden Technical University, the Fraunhofer Society research institutes, 
the facilities of the Max Planck Institute, various specialized institutes 
vorking in the natural sciences and engineering, and a group called the 
Research Companies, which descend from the research departments of the 
former GDR industrial combines. In 1990, Dresden also built, not far from 
the university, a technology park which now boasts 50 small companies. 
These companies are vorking closely with the university to translate the 
results of research and development efforts into products and manufacturing 
technology. 


The growth of the technology sector is helping the city’s overall 
economy, which lost 80 percent of its manufacturing jovs after unification. 
The small trades and crafts sector, for example, has nearly quadrupled its 
employment rolls since 1990, helping Dresden reach a relatively favcrable 
unemployment rate of 12.7 percent. The area’s favorable prospects are 
also attracting new companies from outside the technology industry, notably 
department stores and insurance companies. Planned investments include a 
DM470-million World Trade Center, a DM400-million Kempinski Hotel, and a 
DM500-million Gruner & Jahr printing and publication facility. Dresden has 
promoted this growth by spending DM17 billion since 1990 to expand its 
transportation infrastructure, upgrade the delivery of utilities, and 
improve telecommunications. As a result, hovever, the city anticipates 
business tax revenues of DM100 million in 1994, well over the DM50 million 
it collected in 1992 and the DM69 million it took in in 1993. (Charles VW. 
733-6507) 

(Duesseldorf HANDELSBLATT in German 6 Jul 94 p 8) 


Brown Coal Mine Closures Continue--Massive layoffs and production 
cutbacks in brown coal mining continue but Germany remains the world’s 
largest producer and consumer of brown coal. Brown coal still provided 28 
percent of German electric power in 1993, although the figures differ 
sharply between the old laender (18 percent) and the new laender (91.5 
percent), and demand is expected to drop further under the competitive 
pressure of lower prices for imported anthracite. Industry shrinkage is 
especially severe in eastern Germany, where the number of mining company 
employees has dropped by 75 percent in the last five years; vestern 
Germany’s mining firms estimate only a 10-percent loss. With eastern 
production dropping from 301 million tons (1989) to 116 million tons (1993) 
and long-term market need predictions at between 70 and 80 million tons per 
year, no end is seen in the wave of mine closures. (Charles W. 733-6507) 

(Duesseldorf HANDELSBLATT in German 14 Jul 94 p 8) 








GREEVZE 


New 0il Deposit Detailed--The NAPC (not further identified) oil 
consortium has found an exploitable deposit in the Vorios Prinos 2 ftieids 
west of the island of Thasos, which NAPC technicians are now mapping. The 
deposit is two nautical miles long, according to the estimates of Dutch 
experts. While samples have indicated that the oil is heavier than that 
produced by the Prinos deposit, its extraction will be easier, for it is 
located in easily-drilled rock at a relatively shallow depth (2,150-2,200 
meters) below a sandy surface. According to NAPC officials, France is 
interested in purchasing the oil from the new deposit. NAPC will be paid 1 
billion drachmas for each shipment, part of which will be paid to the Greek 
Government (presumably for land-use o: licensing fees). (Rosa M. 723-6287) 

(Athens TA NEA in Greek 5 Jul 94 p 56) 





Losses From Greek-Russian Alumina Project Foreseen--Accerding to Irini 
Kakoulidhou writing in the Athens daily I KATHIMERINI, losses from the 
alumina plant project, which is partly owned by Russia and has been put on 
hold over the past eight years, will be heavy. The Greek Government, 
fearing the political cost of canceling a project in which $100 million has 
already been spent, has “systematically” postponed a final decision on 
whether to cancel the project. Losses may become even heavier if Russia 
decides to resort to international mediation to secure the return of its 
own $35-million investment in equipment that has thus far remained in a 
Black Sea varehouse. Additionally, Russia may ask for reimbursement of the 
losses incurred in the delayed deliveries of alumina to its factories. 
Kakoulidhou claims that the dubious viability of the alumina plant project 
stems from the “dramatic” 50-percent drop in the international price of 
alumina, on the basis of which the sale price to the Russians vould have 
been computed, that makes investors leery of such potential losses. (Rosa 
M. 733-6287) 





(Athens I KATHIMERINI in Greek 10 Jul 94 p 43) 


Commentary Says Increased Tax Revenue Not Permanent--According to a 
commentary by Dhimitris Levendakos in I KATHIMERINI, the Finance Ministry’s 
claim that last month’s government revenue increases validated its economic 
policies and proves the government’s budget will be adhered to is 
premature. Levendakos points out that the increased revenue vas primarily 
caused by temporary increases in receipts from taxes on securities, which 
have yielded unexpectedly large returns because of the rise in their 
interest rates, and from tax revenve from tourism activity. While tourism 
income vill still be generated in tne next few months, interest rates have 
nov come down, Levendakos notes, and will not produce the sane kind of 
income. Levendakos adds that while the June revenue increase of 20-23 
percent was close to the 22-percent increase forecast in the budget, the 
average increase for the first six months is 13 percent. Rather than hail 
its successes, the Finance Ministry should intensify its efforts to collect 
taxes currently due and apply pressure on tax evaders, Levendakos 
concluded. (Rosa M. 733-6287) 

(Athens I KATHIMERIN: in Greek 6 Jul 94 p 22) 











Government To Accelerate Privatizations--The country’s difficult 





financial problems are putting pressure on the government to accelerate the 
rate of the privatizations, Irini Kakoulidhou writes in I [HIMERINI. The 
tolerance the government has shown to failing government-ow..ed companies 
during the last decade has been replaced vith a more decisive privatization 
policy, which establishes a vell-defined timetable for privatizations 
through the first quarter of 1995. Kakoulidhou observes that the 
appointment of Khr. Rokofillos as alternate minister of industry is 
doubtlessly related to the government’s change in privatization tactics. 
Rokofillos is a well-known lawyer who is generally expected to contribute 
significantly to the solution of legal problems standing in the vay of 
privatization. Unlike his predecessor Khr. Pakhtas, who wccording to 
Kakoulidhou acted on “obviously partisan orders,” Rokofillos has avoided 
making commitments to employees of government-owned companies which could 
not be fulfilled. (Rosa M. 733-6287) 

(Athens I KATHIMERINI in Greek 12 Jul 94 p 21) 


PORTUGAL 


Airline Subsidy Granted--An article in the 7 July DIARIO DE NOTICIAS 
reports that on 6 July the EU Commission authorized a one-time government 
subsidy to the Portuguese airline, TAP, in response to the Portuguese 
Government’s arguments that such help was necessary "to render the company 
viable.” The subsidy vill amount to 180 million contos over the next four 
years. TAP will receive 50 million contss a year in 1994 and 1995, and 40 
million a year thereafter. The aid package, which will also include credit 
guarantees and tax exemptions, will make the last three payments dependent 
on TAP’s completing certain operational changes. Additionally, the tax 
exemption provision will be abolished at the end of the reorganization and 
TAP will not bz allowed t» increase its European market share. 
Additionally, the government vill submit a staius report to the Commission 
four weeks before a payment is made. Lastly, the subsidy will not be used 
by TAP to acquire shares in other EU airlines. The article notes that the 
Commission took into consideration TAP’s pending partial privatization in 
1997 and that EU Transportation Commissioner Marcelino Oreja stressed the 
TAP subsidy reflects the urgent need to support the embattled airline 
industry. 





Viter Martins, writing in the 11 July DIARIO DE NOTICIAS, questioned 
whether the subsidy would help the failing company. He argues that despite 
its reorganization, a 2,500-person layoff, and the government subsidy, the 
ccmpany will still face ever-increasing international competition and vill 
continue to accumulate deficits. If no earnings are reported by the last 
year cf the package, TAP will either become part of an international 
transportation "“megacompany” or go bankrupt. Given present-day conditions, 
the aid package seems to be a “slow death" that only postpones TAP’s 
“inevitable” iniegration into a more solid multinational group, Martins 
concluded. (Rosa M. 733-6287) 

(Lisbon DIARIO DE NOTICIAS in Portuguese 7 Jul 94 p 2; 11 Jul 94 p 17) 








SPAIN 


Government Says EU Convergence To Be Delayed--Spain will not be able to 
lover its budget deficit to 3 percent or lower its national debt to 60 
percent by 1996 to meet the Maastricht Treaty economic convergence 
requirements but expects to do so by 1997, according to an article in EL 
PAIS. The government’s nev convergence plan calls for cutting the budget 
deficit in half during the next three years through economic growth and 
spending cuts. 





Under the new convergence program, the economy vill still comply vith 
Maastricht Treaty requirements but the target date for doing so will be 
postponed until 1997, according to an interview with Finance Minister Pedro 
Solbes. In 1996, the budget deficit will be 4.4 percent of GDP and the 
national debt wili be 65 percent of GDP. Solbes provided few details on 
how the 1997 target would be met. He did indicate, however, that the 
economic recovery vould help to bring in revenue. He also stated that 
positive effects from the 1993 measures the government adopted to ease 
unemployment and health care costs vould be felt vithin a few years. He 
added that there would be "fewer government job openings, fever assignments 
ti) government-owned companies, and a reduction of current spending.” 

Solbes emphasized that the program did not include a privatization plan for 
government-owned companies. 


The article concludes that other factors also have to be considered to 
reach the government’s convergence targets. It suggests that the 
government vill have to reduce the social security deficit--currently at 
6.1 percent--down to 2.7 percent. Furthermore, the convergence targets can 
only be met if the economy grows by 4 percent during 1996-97, which would 
create betveen 800,000 and 1 million new jobs. According to the article, 
this rate of growth could be sustained by a strong recovery in domestic 
consumption and an even greater boost from private investment. The 
convergence program vill be debated in a joint session of the Senate and 
the Congress where it is hoped "that a certain degree of parliamentary 
consensus vill be achieved." At the end of July the program will be sent 
to the European Commission. (Carolina H. 733-6288) 

(Madrid EL PAIS in Spanish 16 Jul 94 p 43) 


CEOE ‘ees Political Turmoil Affecting In”estment--National Employers 
Federation (CEOE) president Jose Maria Cuevas believes that the current 
political situation in Spain is causing anxiety among a number of investors 
who are postponing financial decisionmaking at a time vhen initiatives are 
needed to bolster Spain’s economic recovery, according to an article in EL 
PAIS. Cuevas told journalists that he had been approached by several 
businessmen vho were concerned about the current situation. He harshly 
criticized Prime Minister Felipe Gonzalez for vanting to remain in office 
just to demonstrate the country’s political stability and has called on hin 
to hold early elections and present a confidence motion before parliament. 
According to the article, Cuevas believes that political stability can only 
be guaranteed through 30 September when the budget law is presented at the 
latest through the end of December 1994 when this law goes into effect. 
Cuevas stated that if Gonzalez vere to opt for the confidence motion he 














should outline an economic plan covering the period from now through the 
end of 1997, which should include structural reforms to guarantee a lasting 
and strong economic recovery. (Carolina H. 733-6288) 

(Madrid EL PAIS in Spanish 16 Jul 94 p 13) 


Labor Ministry Predicts 1.5 Million New Jobs by 1997--Labor Minister 
Jose Antonio Grinan claims that Finance Minister Pedro Solbes’s estimate 
that the government’s nev EU convergence program--cutting the budget 
deficit in half during the next three years through economic grovth and 
spending cuts--vould bolster business confidence and create 1 million new 
jobs by 1997 vas “conservative.” Grinan believes Solbes is not ‘taking the 
effects of labor reform into consideration, reports Javier Morenc vriting 
in EL PAIS. Grinan estimates that more than 1.5 million jobs vill be 
created due to the effects of labor reform, which created apprenticeships 
and part-time jobs among other things. Grinan noted that the government 
vas also studying structural reforms as a vay to create more job and cited 
the “service industry vhich needs to be deregulated” as an example. Moreno 
concludes that if government forecasts are realized and structural reforms 
are carried out, then the current unemployment rate of 17.14 percent- 
-announced in mid-July--could conceivably be lowered to 15 percent for the 
total vorking population by the end of 1997. (Carolina H. 733-6288) 

(Madrid EL PAIS in Spanish 13 Jul 94 p 35) 





Data Indicates Economic Recovery--The start of an econom’* recovery is 
under way, according to Javies Moreno writing in EL PAIS. ™ «eno points to 
the National Employment Institute’s (INEM) compilation of June’s 
unemployment data which shows that 34,569 fewer workers are currently 
unemployed--a number comparadle to figures from the early 1990's and 
equivalent to an unemployment rate of 1/.14 percent. The data shovs ‘hat 
during June, unemployment vas lover in manufacturing, services, and 
construction but higher for agriculture and for entry-level job seekers, 
almost 6,000 people. Moreno cites “experts” as noting that these 6,000 
first-time job seekers include recent graduates and those who are looking 
for jobs now that the economy is recovering. Labor expert Luis Toharia 
concludes that June’s unemployment data coupled vith part-time 
jobs...indicate an end to the recession." Moreno adds that the government 
is particularly pleased vith the number of recent job sharing and part--time 
job (colocaciones) contracts--476,010 for June or an 11.8-percent increase 
over June 1993 and the highest figure for the month of June in the past 
decade. Job sharing and part-time job creation (colocaciones) during the 
first half of 1994 totaled 2,687,928 (number as published). (Carolina H. 
733-6288) 





(.adrid EL PAIS in Spanish 13 Jul 94 p 35) 


ECONOMIC BRIEFS 


France --European Investment Bank (BEI) to loan 434 million 
francs (Fr) to National Railroad Company (SNCF) to build 
northern route for fast trains (TGV-Nord)...loan brings 














Greece 


Portugal 


BEI investment to Fr6 billion since November 1990. (LE 
FIGARO Le Fig-Eco supplement 16 Jun 94 p III) 


~~Greek Arms Industry «'¢)} earnings at Aiyion plant 
reached 359 million drachsas in first half 
year...improvement result of support granted by Defense 
Ministry, signing of collective vork agreements vith 
labor for vorkers to contribute one extra hour per 
veek...satisfactory climate boosted productivity 30 
percent. (I KATHIMERINI 2 Jul ‘4 p 8) 


--Contingent of 14 equipment manuf: turers visited 
Morocco under auspices oi Europear: «;wunity 
International Investment Partners (Fc) P). .visit resulted 
in four joint ventures, land purchase for future 
construction of industrial plant...joint ventures mainly 
involve heavy metal industry, agricultural and laboratory 
equipment, transportation equipment. (EXPRESSO 9 Jul 94 p 
94) 
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